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instead of traditional rate bas., rat. of return), historical
concerns are not material to Hew Jeraey. The -Rata Shock
that 9anerally accompanies any large plant investment in a
rate baa., rate of return environment is not a concern in New
Jersey. As part of New JerHy Bell's a1ternate form ot
regulation, ratepayers of rate regulated servic•• are the
beneticiaries of fixed (frozen at current level) rates
through 1995. Thereatter, any increases or decreases will be
liaite4 to the previous year's GNP-PI less a 2' productivity
factor offset. The index-based rate adjustment reflects the
inflationary .ffe~ on operatinq expenses and cannot be used
as a vehicle to fund the deployment of an advanced network.
Re.idantial basio exchange service rat•• will not be subject
to any index based increases through 1999, but may share in
rate reductions reSUlting fro. the apPlication of the 2%
productivity offset to the prior year'. GNP-PI. This a••ure.
that residential basic telephone rates would not bear any of
the burden of additional investment in the advanced network.
Increase. to other rate requlated services are tied to New
Jer.ey Bell's Return on Equity (ROE). 'If the ROE exceeds
11.", no increases to protected .ervices, such as MTS,
touch-tone, non-coapetitive access service., local service
and the ordering, installation and restoration at those
.ervice. are perJlitted. Furthermore, if the ROE exceeds
12." no increases to rate regulated services are permitted.
It a 13.7' ROE: i. exceeded, all monies above the 13." are
shared equally between New Jersey Bell and the ratepayers.
As an added safeguard, New Jersey Bell is required to submit
service quality reports, financial monitoring reports and
ca.petitlve service data on a quarterly basis as well as
infrastracture deployment and depreciation reports annually.
The monitoring requirements will assure that the provisions
of the Plan and the Telecommunication. Act of 1992 are
followed throuqhout the term of the Plan.

The NJ Staff is senl!li~ive to the concerns raised by
other commentor. and could .upport the establishment of a
Federal-State Joint Board to review the atorementioned
i ••ue.. It 1s, however, our contention that the VDT trials,
particularly tho•• in New Jersey, should not ba delayed. The
.afeguards included in Hew Jer.ey Bell's alternative
regulation plan provide. New Jersey r ••idents with ample
protection from cross-subsidization and may, in conjunction
with the inforaation gleaned from the trails, ~rovid. the
joint board and the FCC with valuable 1ntormat10n on which to
base rule. and procedure. reqardinq VDT s.rviees.
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